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The Future of the Department 
Store 


Paut H. Nystrom 










In spite of the adverse trend in department-store profits during the 
past decade, the author of this article is convinced that this type 
of institution has an assured future 

















Modern department stores originated maker in Philadelphia, Eben Jordan in 
in Paris back in the 1850’s. The Bon Boston, and Marshall Field in Chicago 
Marché founded by M. Jacques Aristide all credited the Bon Marché as the source 
Boucicault in 1852 was the first, fol- of many of their ideas. 
lowed in 1855 by the establishment of the Just which was the first American in- 
Louvre by Chauchard and Hériot. These stitution to become a full-fledged depart- 
two concerns and others that followed ment store has not yet been settled. The 
enjoyed a rapid growth during the pros- idea of departmentization in retail-store 
perous 1850’s and 1860’s of the reign of work seems to have spread gradually 
Louis Napoleon and Eugénie. By 1869 through several American stores during 
the sales of the Bon Marché had risen to the 1860’s. Certainly A. T. Stewart in 
twenty-one million francs a year. A New York and Jordan Marsh in Boston 
glowing account of the Bon Marché and __ were among the first to apply the depart- 
the Louvre back in the 1860’s was pre- ment-store idea in their respective estab- 
sented in Emile Zola’s Au Bonheur des lishments. It seems likely that A. T. 
Dames. Stewart may have had a department 
These early French department stores plan of operation as early as 1862, and 
attracted the attention of retail mer- by 1870 had full-fledged departments in 
chants all over the world. Dry-goods_ the following lines: silks, woolen dress 
merchants who regularly visited Paris to goods, mustlins, laces, shawls, suits, cali- 
make purchases for their establishments cos, velvets, gloves, furs, hosiery, boys’ 
in other countries were particularly in- clothing, notions, embroideries, and car- 
terested. It was not long before the pets. The annual retail sales of A. T. 
department-store idea spread to the Stewart in 1870 exceeded $2,000,000 a 
United States and other countries. A. year. 
T. Stewart in New York, John Wana- Whatever its beginnings, the depart- 
65 
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ment store sprang into existence in a 
large number of cities during the 1870's. 
Dry-goods stores, general merchandise 
stores, and in a number of instances es- 
tablishments which had started as men’s 
clothing, furniture, china and glassware, 
and other specialty lines blossomed out 
into department stores. In a few in- 
stances they came into existence as con- 
solidations of several retail stores con- 
ducted under one roof. 


YEARS OF EXPANSION 


Department stores enjoyed an excel- 
lent and almost continuous growth dur- 
ing the next 40 years. During the late 
1890’s and early 1900’s there began to 
be public comments indicating the belief 
that department stores might eventually 
absorb all, or nearly all, of the retail 
business of the country. A few of the 
more enthusiastic hailed the department 
store as the ultimate form of retail dis- 
tribution. Older types of retail insti- 
tutions began to be worried. Small 
retailers in many communities banded 
themselves together to combat the “de- 
partment-store menace.” 

Department-store development con- 
tinued down to the period of the World 
War. There was some check in sales 
during 1916-1918, but a rapid rise during 
1919-1920. The business depression of 
1921 affected American department 
stores but little. By 1922 department- 
store sales were as high as in 1919 or 1920 
and continued to increase during 1923 
and 1924. 


THE LAST SEVEN YEARS 


After 1925, however, it began to be 
noted that department-store sales were 
not enjoying the rapid rates of expan- 
sion which had formerly prevailed. In 


the four years preceding 1930, these in- 
creases hardly kept pace with the rates of 
growth of population in the cities in 
which the department stores were lo- 
cated. 

Beginning in the fall of 1929, depart- 
ment stores in common with other 
American businesses suffered severe re- 
verses both in sales and in profits. There 
are no Official figures available, but one 
may venture the estimate that de- 
partment-store sales in 1932 are only 
about 40 per cent, certainly not more 
than 50 per cent, of what they were in 
1929. 

The growing difficulty of securing sales 
increases beginning in the middle 1920’s 
quite naturally resulted in many changes 
in policies and methods of operation. 
Gradually most of the department stores 
began to spend more money for adver- 
tising than they had previously done. As 
the results in sales per dollar expended 
for advertising declined, the amounts ex- 
pended were gradually increased. Since 
1929 there has been a mad ‘competitive 
advertising race that has made it difficult 
to maintain any proper standard of rela- 
tionship between advertising and sales 
volume. 


OVEREXPANSION IN CUSTOMER 
SERVICE 


Early in the 1920’s many department 
stores sought to attract a greater sales 
volume by loosening up on their credit 
rules. Much unreasoning competition 
entered into this development. The 
average credit period, which back in 
1919-1920 had been about 45 days, by 
1929 had reached 70 days or more. In- 
stallment selling came into wide vogue 
during this period. It helped to main- 
tain sales but it also raised the capital 
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requirements and the total expenses of 
retailing. 

Another characteristic of the business 
of the 1920’s was the serious and rapid 
increase in the proportions of goods re- 
turned by consumers. Adjustment poli- 
cies had been made easier, goods were 
allowed to pass into the hands of con- 
sumers more carelessly, many customers 
were quick to take advantage of this let- 
down, with the result that department 
stores today must make six or more sales 
to have five stay sold. There are some 
departments in which six sales yield only 
three closed transactions. This problem 
has received a great deal of attention, 
particularly since 1930. There may 
have been some progress in checking this 
trend, but in its major proportions it still 
constitutes one of the most threatening 
aspects of department-store operation. 

Delivery service was generally ex- 
panded, not only in the amount of terri- 
tory covered, but also in numbers of de- 
liveries per day. Some years ago there 
was much discussion of the possibilities 
of coéperation in retail deliveries, but 
most of this apparently has evaporated. 
Competition rules keenly in delivery serv- 
ice in the department-store field. 


THE DEPARTMENT STORE’S COMPETITORS 


One of the reasons why department- 
store sales in the later 1920’s failed to 
rise was the new types of competition, 
such as the chain stores and the retail 
stores established by the mail-order 
houses. There was a phenomenal spread 
of chains from 1920 down to 1929. These 
could not grow indefinitely without en- 
croaching upon department-store oppor- 
tunities. Moreover, many mercantile 
establishments, such as drug stores, radio 
shops, hardware stores, furniture stores, 


and even gasoline stations, during these 
same years extended their lines of mer- 
chandise into the department-store field. 
While the inroads effected by each indi- 
vidual chain and shop may have been in- 
significant, the volume attained by these 
institutions in the mass must have sub- 
tracted a considerable volume of business 
from what the department stores might 
otherwise have secured. 

In the metropolitan centers the de- 
velopment of suburban stores has taken 
on the nature of a major movement, thus 
limiting the trade possibilities of down- 
town department stores. Specialty 
shops dealing in popular-priced apparel, 
accessories, and other department-store 
lines sprang up, not only in the shopping 
districts, but also in residence areas and 
even in apartment-house parlors. In 
the electric and gas-appliance field the 
public-utility companies in many sec- 
tions of the country have become real 
factors in the distribution of household 
equipment in these lines. It is probable 
also that an increasing volume of retail 
trade in such lines as apparel, furs, silver, 
home furnishings, and many other lines 
found its way to consumers from whole- 
salers and producers, thus striking at 
department-store volume in these lines. 

The last seven or eight years in the de- 
partment-store business have been char- 
acterized by a keen sharpening of com- 
petition on every hand. Even before 
1929 these were known as the years 
of “profitless prosperity.” Since 1929 
nearly every competitive factor has 
become even keener and sharper. 


IMPROVEMENTS IN DEPARTMENT-STORE 
MANAGEMENT 


While the difficulties of department- 
store management have grown sharper 
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during recent years, it must not be as- 
sumed that the department stores have 
taken these blows without resistance. As 
a matter of fact, there probably has been 
no period in the entire history of depart- 
ment stores in which so much effort has 
been made and progress attained in the 
control of retail operations as within 
these years. The list of recent achieve- 
ments in retail technique is very impres- 
sive. Retail expense accounting, while 
originated in earlier years, has received 
general adoption. Personnel manage- 
ment has been given an established foot- 
ing, at least in the larger stores. Planned 
merchandising has become an accepted 
fact. Model stocks, price lines, and other 
forms of stock control have become effec- 
tive tools in. most department stores. 
The relation of stocks to sales has been 
given more serious consideration than 
ever before. Hand-to-mouth buying has 
become the accepted method. The sig- 
nificance of fashion in current consumer 
demand, and the merchandising distinc- 
tions between style and fashion and de- 
sign and style have made marked prog- 
ress in the selection of goods. New 
standards of operating performances 
have been attained and established. 
Many retailers have taken their first 
lessons in that most difficult, but most 
necessary, art of coéperation in such ac- 
tivities as mutual exchange of informa- 
tion, group buying, civic and political af- 
fairs. 

Following the crash of 1929 many of 
the devices and methods that had been 
introduced into department-store prac- 
tice during the 1920’s were discarded. 
Indeed, it seemed for a time that most of 
the technical devices of retailing might, 
under the difficulties of the economic 
storm, be thrown overboard. One of 


the present problems of department- 
store management is the danger that 
many of the improvements in retail prac- 
tice made during the 1920’s may be de- 
stroyed and lost, and that, in the toilsome 
struggle to rebuild that lies ahead, much 
of the creative work done back in the 
1920’s may again have to be repeated. 


SALES VOLUME IN THE FUTURE 


Despite the recent difficulties of the 
department stores one may not conclude 
that they are doomed. The department 
store is well established in our modern 
system of distribution. In its seventy- 
five years of existence the department- 
store system has weathered many severe 
panics and depressions. There is every 
evidence that it will successfully come 
through this one as well. Production 
and consumption will go on. There 
must always be retailing to provide con- 
sumers with what they want. The de- 
partment store offers a peculiarly funda- 
mental service, having many lines of 
shopping goods under one roof at a con- 
venient shopping point, which in one 
form or another is certain to continue in 
demand. . 

There is at present no indication that 
department-store sales volumes will con- 
tinue to forge ahead as they did in the 
past. In all probability department 
stores have reached a stage of maturity 
in thesystem of retail distribution. Their 
institutional growth in the future is 
likely to depend more upon commun- 
ity growth and consumer purchasing 
power than upon any other condition. 

The outlook is that department stores 
must continue to fight a keen competi- 
tive struggle. Department-store net 
profits as a whole are likely, henceforth, 
to be moderate. Many department 
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stores found it difficult to make a net 
profit before the present business depres- 
sion; in all certainty it will be difficult to 
make a profit after the depression is over. 

Individual establishments may fail; 
department stores in poor locations may 
have to give up; in communities in which 
there are too many some of them may 
have to quit; mistakes in management 
will take their toll in the future as in 
the past. Stores with overhead burdens 
which cannot be reduced may have to go, 
but the department store as an institu- 
tion is due to go on with a future as 
sound as any presented by American 
business. 


POLICIES THAT MUST BE MAINTAINED 


Policy changes will undoubtedly be 
necessary in the future as in the past. 
For example, department stores accus- 
tomed to volume increases in their past 
budgets may have to learn to conduct 
their businesses and to make such profits 
as possible on stationary volume levels. 
Each individual store, to survive, must 
learn what business it can reasonably se- 
cure, and then adjust its plant, equip- 
ment, capital requirements and expenses 
to that sales volume. But even during 
the past few years of business depression 
there have been individual concerns 
which through careful planning and vig- 
orous effort have been able to increase 
their sales and to make a net profit. One 
may be sure that intelligent effort will 
count in the future as it has in the past. 

Throughout the entire history of the 
department store its most important as- 
set has been the confidence and approval 
of the public. Deviations from truth 
in publicity methods, departures from 


former standards in qualities of merchan- 
dise handled or in services rendered 
are exceedingly dangerous to the future, 
not only of the individual establishment, 
but of the department-store business 
as a whole. 

In the confusion and disorganization 
that has characterized much of American 
business since 1929, it is all too evident 
that department stores, in common with 
other business institutions, have in many 
cases allowed their standards in these re- 
spects to decline. In so far as this is so, 
the day of reckoning is almost at hand 
and those who have failed to carry on 
under sound policy may have to pay a 
stiff penalty. 

The rebuilding of consumer confidence 
is necessary to the existence of the de- 
partment store. Such rebuilding can- 
not come merely from resolution and 
publicity, but must be backed by sound, 
unvarying performance. Consumers’ re- 
quirements must actually be satisfied. 

In conclusion, the future of the depart- 
ment store need not be _ seriously 
questioned. It presents every reason- 
able prospect of carrying on successfully 
through the present business depression 
and through many storms to come in the 
future. Clear-headed and careful plan- 
ning, careful and energetic attention to 
details, and sincerity in all relations with 
the consuming public are now, as ever, 
the chief virtues of merchandise manage- 
ment. The department store that is 
properly equipped in plant, stock, and 
personnel to carry on a reasonable sales 
volume and then does a better job in 
giving values and services than its com- 
petitors is entitled to, and will receive, 
its business profit. 
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Color in Retail Merchandising 


ELIZABETH BURRIS-MEYER 


Color is an outstanding force today in determining consumer choice. 
This article shows specifically how a knowledge of color will assist 
in the selection and sale of merchandise 


Sir Joseph Duveen once said, ‘Taste, 
to be of use, must pervade all classes. 
By this means graceful and beautiful 
objects for everyday use will come into 
general demand and be generally made. 
They will also be obtained at moderate 
prices and placed within the reach of all, 
instead of being confined to the wealthy 
few who happen to be possessed of cul- 
tivated taste..... Until good things are 
within the reach of all, and recognized 
by the majority, it is vain to hope for 
excellence in any country.” 


ART IN TRADE 


During the last few years there has 
been an important development of art 
in trade, in this country, in spite of this 
much talked-of-depression. If America 
is to hold an important place in indus- 
trial progress, those engaged in industrial 
arts and merchandising need a more 
thorough training than is available at 
present. Art, industry, and public taste 
must be united. Countries of taste— 
Italy, France, Germany, and Sweden— 
have long realized the value of art as a 
national asset and have profited by their 
wisdom in giving it organized and persist- 
ent support. 

That light and color are recognized 
as aids in advertising and in selling as 
well as in actual designing is self-evident. 


70 


It is also apparent that many mistakes 
in the selection and combination of colors 
are made which could have been avoided 
by a greater familiarity with the funda- 
mental laws governing the use of color. 
Color in advertising has increased tre- 
mendously during the past few years. 
Color makes the chief appeal of bill- 
boards, wrappers, decoration of store in- 
teriors, and displays of all commodities. 
In all of these phases of merchandising, 
many things influence the effectiveness 
of the expenditure of large sums of 
money. Aside from a knowledge of the 
fundamental facts of color, line, and 
composition involved in the correct and 
appealing presentation of merchandise, 
there must be considered color prefer- 
ence, color psychology, and certain visual 
limitations. 


NEW DEVELOPMENTS IN COLOR THEORY 


It is interesting to note that the de- 
velopments in color theory which have 
taken place in the past two or three years 
are the results of extensive research by 
scientists in the fields of physics, chemis- 
try, and psychology. This research has 
done much to lift the fog of confusion 
surrounding color theory and its appli- 
cation. This confusion in the past has 
been due almost entirely to the lack of 
comprehension on the part of color theo- 
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rists of the variance in the principles in- 
volved in the physics of color in pigment 
and color in light. Modern artificial 
light, moreover, has such possibilities 
that lighting as a selling force is now 
definitely recognized and its specialized 
problems, such as the effects of colored 
light on various textures and colors as 
well as the projection of shadows, are 
being worked out with the greatest care. 
Unusual lighting effects have been at- 
tracting people to the theater for many 
generations. The same effects adapted 
and developed to fit particular limita- 
tions of merchandising are attracting 
more and more people to the stores and 
show windows. 


INTEREST IN COLOR IN MERCHANDISE 


The retailer occupies a unique posi- 
tion, inasmuch as he connects the pro- 
ducer and the consumer. Without a 
doubt the average consumer has ac- 
quired a selective taste beyond the point 
where crude and inartistic articles will 
satisfy her. Colorful advertising, par- 
ticularly magazine advertising, the radio 
and the cinema, not to mention the 
rapidly increasing number of museums, 
art galleries, and exhibitions in this coun- 
try, have done a great deal to change the 
consumer’s sense of values. 

In a great number of cases the pro- 
ducer has sensed this change before the 
merchant, first stimulated, it is said, by 
the higher standards of the graphic arts. 
In the past few years the manufacturer 
has wrought a most gratifying change in 
the designing of relatively inexpensive 
commodities. This fact was well at- 
tested by the recent exhibitions at the 
Art Center, the exhibitions of Contem- 
porary American Industrial Art, and 
the International Exhibitions of Metal- 


work and Cotton Textiles held each year 
at the Metropolitan Museum of Art. 

It is obvious wherein lie the future op- 
portunities of the retailer, provided he 
raises his own standard of appreciation 
and capacity for handling his mer- 
chandise imaginatively. This necessary 
training in appreciation of something be- 
sides the actual sales end of a business 
and this acquiring of an actual knowl- 
edge of the structural principles and uses 
of the objects which he sells is a new ex- 
perience for the retailer. However, a 
new spirit has brought a new industrial 
art into being and it cannot be met with 
the old unadvised methods. The re- 
tailer of today must know and appreciate 
something of the construction, inspira- 
tion, and function of the articles he sells 
in order that he may meet the consumer 
on her own ground; this applies to dry 
goods, clothing, home furnishings, and 
textiles. 

There is considerable data on the 
fundamental principles of design and 
composition, the laws of color and their 
application to dress and decoration, but 
there is a great deal more to be discov- 
ered concerning our behavior towards 
color in light and composition. We who 
are now studying these problems prob- 
ably will never know all there is to dis- 
cover about color. The field of color and 
light is comparatively so unexplored as 
yet, in spite of the progress made, that 
further discovery only reveals further 
possibilities. 

However, with a knowledge of what 
principles we know, it is comparatively 
simple to find an intelligent solution for 
most color problems, whether it be what 
colors should be worn by certain types of 
persons to achieve an appropriate and 
pleasing color scheme, what colors to use 
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for an apartment, or how best to display 
merchandise. 

Manufacturing, advertising, and mer- 
chandising urgently need individuals 
equipped with intelligent artistic train- 
ing. Up to 1914, the manufacturer of 
our machine age turned out his millions 
of cheap, unattractive, labor-saving 
products. If the manufacturer wanted 
to put out something artistic, he added a 
Queen Anne leg or applied some eight- 
eenth-century French motif, all of which 
decoration was quite out of key with our 
own period. Today, however, the best 
artistic talent is designing the manu- 
facturer’s output over a large range. 
Walter Teague recently did some interest- 
ing redecoration of cameras in color and 
then designed a Fifth Avenue show win- 
dow for their display. Norman Bel 
Geddes, whose stage sets have thrilled so 
many thousands, was asked to redesign 
some weighing machines and after 
exhaustive research in town and country 
stores he designed a simplified product 
which was also technically perfect. 
These are but two of the more outstand- 
ing instances of what a trained craftsman 
can do for the manufacturer. 


THE RETAILER’S USE OF COLOR 
PRINCIPLES 


Artistically trained salesmen and 
buyers can do much more for the retail 
merchant by virtue of the fact that the 
buyer or salesman is in a position to 
receive and transmit reactions and ideas 
received from customers to sources of 
supply directly, ideas which at present 
take too long to filter through the various 
channels. For example, a buyer of 
women’s accessories, who is extremely 
anxious to keep a select and discriminat- 
ing clientele in these difficult times, has 


been desperately searching during the 
past week for ideas with appeal of price 
and suitability to the fall clothes. 
According to her tale, there is an abso- 
lute dearth of ideas in women’s acces- 
sories. For some time, there have been 
no imports which she could use and she 
has had to fall back on domestic prod- 
ucts, which seem to be unimaginative 
for the most part. Yet this buyer was 
full of ideas herself, based on the color 
gamut for this winter and the spirit in 
which the clothes have been designed, but 
she could not find any place to spend her 
money. With our present economic 
structure the answer to this situation is 
complicated but much could be done to 
remedy it by developing in the sales force 
an appreciation of color, line, and design 
as well as of the probable reaction on the 
minds of consumers. If the manufac- 
turer or retailer were able to anticipate 
reactions, much waste would be avoided. 

Another situation comes to mind, 
which in application might fit many 
other phases of retail trade. In the 
furniture business, more than any other, 
there are many salesmen convinced of 
the superiority of the structure of various 
pieces of their stock. It is essential, of 
course, that a woman wishing to spend a 
goodly sum for a piece of furniture should 
know what is a good buy in fabric and 
workmanship. But the salesman who 
has any interest in the prospective sale 
beyond selling a good article is rare. 
However, it is just as important, and in 
many cases more important, to the 
woman that the piece of furniture fit into 
her scheme of decoration. In some cases 
the customer knows just what she wants; 
more often she needs suggestions. Many 
a woman has stood dazed and uncertain 
before the long, formidable lines of 
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furniture found in our best department 
stores. While she was convinced of the 
superiority of this or that chair, she has 
gone away without buying because she 
could not visualize that particular article 
inherroom. Such a woman, a woman of 
excellent taste and an average purse, 
recently went to all the large furniture 
departments seeking one chair. After 
gathering a great deal of useful informa- 
tion she left, “to think it over’’; in other 
words, to try to see some one of the 
chairs, which she had been shown, in her 
apartment. By chance she entered one 
more store which she had overlooked. 
This time she found herself discussing 
the color scheme and the placing of the 
furniture already in her apartment, its 
exposure and period. The problem of 
what chair to buy was practically solved 
before the woman realized that the sales- 
man was showing her two chairs, both 
of which were entirely suitable. After- 
wards they discussed relative merits of 
structure. Since the salesman had been 
able to point out an improvement in the 
arrangement of the room, the woman 
bought both chairs and left satisfied that 
she had exactly what she had set out to 
purchase. 


COLOR A DOMINATING SELLING FORCE 


In no line of merchandise is it possible 
to find as powerful an example of the 
appeal of well-styled color together with 
excellence of design as in the automobile 
trade. A few years ago the man who 
was responsible for the color schemes of 
the new Packard motor cars, and who 
was really a pioneer in this field, gave a 
series of talks on color and the possi- 
bilities of its applications to trade. 
These talks were illustrated with slides 
made from highly colored minerals and 
semiprecious stones, and demonstrated 


the way in which the unusual combina- 
tions of color might be used to bring out 
the fine points in the design of the cars 
and at the same time express the taste 
of the purchaser. Many people were 
drawn to the Packard showrooms and 
certainly many people were convinced 
of the desirability of owning a Packard 
car in preference to other cars in the same 
class, most of which were at that time 
still somber black or fireman’s red. 
Further illustrations only serve to 
bear out the point that the power of 
color is inestimable. Used with knowl- 
edge, it has a great appeal. Used 
indiscriminately, it may not only lack 
appeal, but be actually antagonistic and 
repellent to the prospective buyer, even 
without the buyer realizing why. 


Price Cutting and Price 
Maintenance 


The defenders and opponents of price 
maintenance have long been concocting 
arguments and counter arguments tosup- 
port their respective positions. Many of 
these, on both sides, have been weak or 
have given exaggerated importance to 
certain aspects of the question. It is 
high time that there be an impartial 
analysis of the facts and a careful weigh- 
ing of the claims. While an investiga- 
tion of the subject was recently made 
by the Federal Trade Commission, a new 
study, under the direction of Dr. Selig- 
man of Columbia University, is not only 
more extensive but also denies the princi- 
ple set up by the Commission that the 
question is to be decided primarily from 
the consumer’s standpoint.' Dr. Selig- 


1 Price Cutting and Price Maintenance by 
Edwin R. A. Seligman and Robert A. Love. 
New York: Harper and Brothers, 1932, 539 


pages. 
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reseller, or other distributor to 
buy or to resell or otherwise to 
dispose of trade-marked or identi- 
fiable goods after the owner of 
the trade name or his licensee has 
by written notice informed the 
distributor, first, that the sup- 
plies are to be withheld from him 
and, second, that the owner of 
the trade name prohibits the 
buying and the selling of the 
goods in question.” 

7. Recognition of leader merchandising 

as a type of unfair competition. 
This involves a legal recognition 
that leaders are unfair even 
though there is no tangible injury 
to the manufacturer and even 
though the intent of the price 
cutter is not to injure any one. 
So long as the practice of preda- 
tory price cutting injures the 
majority of dealers, it would be 
regarded as unfair. Fair com- 
petition could be assured by an 
administrative body set up by 
Congress, something like the In- 
terstate Commerce Commission, 
that would authorize and uphold 
standards of conduct drawn up 
by different trades to indicate 
what is fair and not fair. 

Of these methods, the authors are 
much impressed with the advantages 
of contracts and notices, the former 
especially, but recognize the difficulties of 
law and opinion in their way. They ac- 
cordingly look to the method of making 
effective the right of refusal to sell as the 
most hopeful of realization in the near 
future. Distribution control and the pro- 
hibition of unauthorized selling are really 
means of making refusal to sell more 
effective. 


But, ultimately, the problem of price 
cutting and price maintenance is recog- 
nized as one aspect of the wider problem 
of unfair competition. The authors be- 
lieve that the evil of leader merchandising 
has no justification in either economics or 
ethics; that sale below cost and the de- 
vious, underhanded methods used by 
otherwise reputable stores to secure 
branded merchandise against the manu- 
facturers’ will are examples of destruc- 
tive competition that should be so recog- 
nized at law and before the bar of public 
opinion. 


LIMITATIONS OF CONCLUSIONS REACHED 


Since this study is all on controversial 
ground, many of its conclusions will be 
attacked. Price-cutting retailers, for 
example, will not readily admit that a 
practice they have found profitable is 
unfair because of its unhappy effect on 
other retailers who would prefer to sell 
the leaders at regular prices. Again, 
many will feel that the authors have dis- 
missed too readily the possibility of im- 
provement through education of re- 
tailers. It is true that forces of supply 
and demand will not raise “‘interdepen- 
dent” prices to a profitable level, but if 
consumers continue in their tendency, 
especially in depression, to buy the loss 
leaders and pass up the regular goods, 
retailers—with no legal coercion—may 
soon decide that the leaders are a most 
expensive method of sales promotion. 
Should leaders fail to sell regular goods, 
the policy would be voluntarily discon- 
tinued. 

Another normal development that is 
perhaps insufficiently stressed is the 
tendency for retailers to avoid a great 
deal of cutthroat competition by carrying 
noncompeting brands, both manufac- 
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turers’ and retailers’. Retailers’ private 
brands have been very successful in many 
lines. Makers of competing manufac- 
turers’ brands may find it necessary to 
enter into exclusive dealer arrangements 
—through the right of refusal to sell— 
and thus take their products out of the 
field of direct price competition. For 
convenience goods, such a policy may 
limit volume in a given market but the 
enhanced dealer codperation may result 
in a more secure distribution of the prod- 
uct at no increase in unit selling costs. 

In spite of points at which conclusions 
may be questioned if not denied, it must 
be affirmed that this book is a milestone 
towards the solution of one of the most 
perplexing of business problems. It is 
also an introduction to the broader prob- 
lem of fair and unfair competition. It 
outlines clearly high ethical principles of 
business conduct that find their justifi- 
cation in the welfare of the many pro- 
ducers, distributors, and consumers— 
rather than in the gain of a few who suc- 


ceed oniy in so far as others fail. 
J. W. W. 


Returned Goods in 
Chicago Stores 


For a long time Chicago stores have 
been lax about returned goods. During 
one survey it was found that goods could 
be returned at one store that had been 
purchased at another store. There was 
apparently no time limit. SalescheckS 
were not required either to exchange 
goods or to return them for cash or 
credit. Credit returns and goods out on 
approval were enormous. There were 


no charges for this service. Some 
changes for the better have taken place. 
Most of the stores require saleschecks 
when returns are made for cash or credit. 
A few of the Chicago stores have a five- 
day rule on clothing and shoes. The 
majority of the stores are refusing to 
take back goods sold at special sales. 
Some stores have extended this to goods 
sold at marked-down prices. Most of 
these rules in regard to special sales and 
markdowns are unconditional; that is, 
even if the goods are defective the store 
will refuse them. If the stores hold 
to this policy strictly they will not only 
cut down the cost of their returns but 
they will also cut down the returns 
themselves. The above plan usually fails 
because the various department man- 
agers have special customers whom 
they are anxious to please. A good 
many of the Chicago stores are refusing 
to take back under any condition rubber 
goods or any other drugs or medical 
supplies. Since many of the evils of 
present-day merchandising including 
return goods arise mainly from sales 
on credit, it has been suggested that all 
sales be strictly cash. In this field it is 
estimated that a large store can do busi- 
ness thirty-nine per cent cheaper if it 
is strictly cash than the same store can 
do on a strictly credit basis. A disad- 
vantage of the cash principle is the 
expense necessary to check dishonesty 
among the salespeople. Most of the 
department stores seem to want to 
cling to the old superstition, ‘The 
customer is always right.”” This may 
have been a good idea before the depres- 
sion, but it is out of line with the current 
attempts to reduce expenses. 
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man and his co-author Dr. Love feel that 
it is the welfare of producers and distribu- 
tors that is at stake and that their wel- 
fare is of as much importance socially as 
that of consumers. In the absence of 
monopoly, a high standard of consump- 
tion is dependent upon profitable pro- 
duction. 


“INTERDEPENDENT” PRICES 


The authors recognize that many kinds 
of price cutting are economically and 
ethically justified, and therefore center 
their attention upon “leader” merchan- 
dising, the practice that is the major 
reason for dissatisfaction with the present 
pricing situation and for advocacy of 
price maintenance. In this connection, 
an important contribution to economic 
theory is made in the recognition of “‘in- 
terdependent” prices. Orthodox econ- 
omists assume that sellers are always 
trying to make a profit on everything 
they sell or at least trying to minimize 
the loss. Thus, prices are based on 
costs and cannot long remain below cost 
because the supply would be restricted 
and a new price equilibrium reéstablished 
at a higher level. In this orthodox 
theory, allowance is made for overhead 
costs; that is, a dealer may find it profit- 
able to sell a product at a point slightly 
above its direct costs so long as it con- 
tributes something to store overhead. 

But, as the authors point out, many 
goods can remain at prices permanently 
below specific costs because they are used 
to sell other merchandise, because the 
loss incurred on them is treated as a pro- 
motional expense, akin to an outlay for 
advertising. The leader may be used to 
attract customers and then (1) to sell 
them profitable goods instead, (2) to sell 
them profitable goods in addition to the 


leader itself, (3) to build good will by 
giving the impression of low prices 
throughout, and (4) to keep customers 
from shopping elsewhere under the in- 
ducement of lower competitors’ prices. 
The qualifications for a successful leader 
are stated as follows: (1) standardiza- 
tion, (2) general appeal, (3) frequency 
of repurchase, and (4) popular and 
moderate price. For such items, the 
usual theory of prices does not apply 
there is no direct tendency for prices to 
be restored to a level set by costs. 





EFFECTS OF “LEADER” POLICY 


In analyzing the effects of this leader 
policy, the authors conclude that, while a 
few cut-rate stores benefit, the majority 
of retailers suffer. They are forced to 
sell a considerable portion of their sales at 
a loss because certain competitors have 
decided to use well-known brands, not 
to make a profit on them, but to help sell 
other merchandise. Once a price has be- 
come established at an unprofitable level, 
it is very difficult to raise it even though 
most retailers would like to do so and 
have no desire to use the item as “‘bait.”’ 
The study states that leader competition 
between retailers has lead them to bring 
pressure to bear on manufacturers to 
maintain prices. The price-maintenance 
movement, then, started with the re- 
tailers—except for the few committed to 
the policy of leader merchandising—and 
not with the producers. 

The latter, however, are also harmed 
by predatory price cutting in that the 
practice leads to loss of codperation from 
dealers. The loss on brands that have 
become “footballs” moves retailers to 
attempt to switch customers to profitable 
brands and to use every method to coun- 
teract the effect of the manufacturers’ 
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great outlay for advertising and selling. 
With dealer and producer working at 
cross-purposes, the costs of distribution 
are kept high. Much of the present 
advertising of manufacturers is going to 
overcome dealers’ resistance which would 
not exist if profit could be made on the 
goods. 

The conclusion is reached that price 
maintenance is economically and ethically 
sound asa general policy. It is held that 
prices to the consumer would be no higher 
because economies in marketing, brought 
about by better codperation, would lower 
costs. Manufacturers of branded prod- 
ucts would benefit through the greater 
productivity of their selling outlays. 
The big gainers would be the rank and 
file of retailers who would be enabled to 
sell goods, now generally sold at a loss, at 
a profit. The authors are careful to 
point out, however, that giving vendors 
the right to fix prices at which dealers 
are to resell their products will not elimi- 
nate leaders nor result in uniform prices. 
Many manufacturers will refuse to exer- 
cise the right, preferring to enjoy the 
wide volume possible by sale of their 
products below cost. Many will also 
allow resale price variations in different 
markets and in stores where costs of doing 
business differ decidedly. 


PLANS FOR PRICE MAINTENANCE 


In suggesting how a price-maintenance 
policy is to be put into actual operation, 
the authors have no clear-cut solution 
but they do indicate a variety of plans. 
Six major ones are discussed in detail: 

1. The agency method where title to 
goods stays in the hands of the 
seller until resale. This is the 
only present means of unques- 
tionable legality but there are 


serious obstacles in the way of its 
general adoption by manufac- 
turers. 


2. Contacts between manufacturers 


and dealers whereby the latter 
agree to maintain prices and (or) 
to resell only to those who will 
maintain prices. 


3. Notices attached to each article 


stating the resale price and for- 
bidding any deviation. These 
could be enforced by means of a 
statute that would give a civil 
remedy against a retailer who 
may sell the article at a price 
less than that stipulated. 


4. Refusal to sell. While the manu- 


facturer has the naked right today 
to refuse to sell to any one for any 
cause, he cannot make the right 
effective in avoiding the use of 
his product as a leader because he 
can use no organized method to 
determine price cutters or to 
select customers who do not 
intend to cut. Nor can he re- 
sume relations with a retailer 
previously cut off, without such 
action being taken as evidence 
of an agreement to maintain 
prices. Vendors would be given 
the right (1) to obtain informa- 
tion that would lead to intelligent 
exercise of the privilege of refusal 
to sell and (2) to accept assurance 
from dealers that the goods 
would not be used as leaders. 


5. Distribution-control contracts. 


These are contracts not to main- 
tain prices but to refuse to sell to 
price cutters. 


6. Prohibition of unauthorized selling. 


This requires a bill declaring “it 
unfair and illegal for a retailer, 
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reseller, or other distributor to 
buy or to resell or otherwise to 
dispose of trade-marked or identi- 
fiable goods after the owner of 
the trade name or his licensee has 
by written notice informed the 
distributor, first, that the sup- 
plies are to be withheld from him 
and, second, that the owner of 
the trade name prohibits the 
buying and the selling of the 
goods in question.” 

7. Recognition of leader merchandising 

as a type of unfair competition. 
This involves a legal recognition 
that leaders are unfair even 
though there is no tangible injury 
to the manufacturer and even 
though the intent of the price 
cutter is not to injure any one. 
So long as the practice of preda- 
tory price cutting injures the 
majority of dealers, it would be 
regarded as unfair. Fair com- 
petition could be assured by an 
administrative body set up by 
Congress, something like the In- 
terstate Commerce Commission, 
that would authorize and uphold 
standards of conduct drawn up 
by different trades to indicate 
what is fair and not fair. 

Of these methods, the authors are 
much impressed with the advantages 
of contracts and notices, the former 
especially, but recognize the difficulties of 
law and opinion in their way. They ac- 
cordingly look to the method of making 
effective the right of refusal to sell as the 
most hopeful of realization in the near 
future. Distribution control and the pro- 
hibition of unauthorized selling are really 
means of making refusal to sell more 
effective. 


But, ultimately, the problem of price 
cutting and price maintenance is recog- 
nized as one aspect of the wider problem 
of unfair competition. The authors be- 
lieve that the evil of leader merchandising 
has no justification in either economics or 
ethics; that sale below cost and the de- 
vious, underhanded methods used by 
otherwise reputable stores to secure 
branded merchandise against the manu- 
facturers’ will are examples of destruc- 
tive competition that should be so recog- 
nized at law and before the bar of public 
opinion. 


LIMITATIONS OF CONCLUSIONS REACHED 


Since this study is all on controversial 
ground, many of its conclusions will be 
attacked. Price-cutting retailers, for 
example, will not readily admit that a 
practice they have found profitable is 
unfair because of its unhappy effect on 
other retailers who would prefer to sell 
the leaders at regular prices. Again, 
many will feel that the authors have dis- 
missed too readily the possibility of im- 
provement through education of re- 
tailers. It is true that forces of supply 
and demand will not raise ‘“‘interdepen- 
dent” prices to a profitable level, but if 
consumers continue in their tendency, 
especially in depression, to buy the loss 
leaders and pass up the regular goods, 
retailers—with no legal coercion—may 
soon decide that the leaders are a most 
expensive method of sales promotion. 
Should leaders fail to sell regular goods, 
the policy would be voluntarily discon- 
tinued. 

Another normal development that is 
perhaps insufficiently stressed is the 
tendency for retailers to avoid a great 
deal of cutthroat competition by carrying 
noncompeting brands, both manufac- 
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turers’ and retailers’. Retailers’ private 
brands have been very successful in many 
lines. Makers of competing manufac- 
turers’ brands may find it necessary to 
enter into exclusive dealer arrangements 
—through the right of refusal to sell— 
and thus take their products out of the 
field of direct price competition. For 
convenience goods, such a policy may 
limit volume in a given market but the 
enhanced dealer codperation may result 
in a more secure distribution of the prod- 
uct at no increase in unit selling costs. 

In spite of points at which conclusions 
may be questioned if not denied, it must 
be affirmed that this book is a milestone 
towards the solution of one of the most 
perplexing of business problems. It is 
also an introduction to the broader prob- 
lem of fair and unfair competition. It 
outlines clearly high ethical principles of 
business conduct that find their justifi- 
cation in the welfare of the many pro- 
ducers, distributors, and consumers— 
rather than in the gain of a few who suc- 


ceed only in so far as others fail. 
J. W. W. 


Returned Goods in 
Chicago Stores 


For a long time Chicago stores have 
been lax about returned goods. During 
one survey it was found that goods could 
be returned at one store that had been 
purchased at another store. There was 
apparently no time limit. SalescheckS 
were not required either to exchange 
goods or to return them for cash or 
credit. Credit returns and goods out on 
approval were enormous. There were 


no charges for this service. Some 
changes for the better have taken place. 
Most of the stores require saleschecks 
when returns are made for cash or credit. 
A few of the Chicago stores have a five- 
day rule on clothing and shoes. The 
majority of the stores are refusing to 
take back goods sold at special sales. 
Some stores have extended this to goods 
sold at marked-down prices. Most of 
these rules in regard to special sales and 
markdowns are unconditional; that is, 
even if the goods are defective the store 
will refuse them. If the stores hold 
to this policy strictly they will not only 
cut down the cost of their returns but 
they will also cut down the returns 
themselves. The above plan usually fails 
because the various department man- 
agers have special customers whom 
they are anxious to please. A good 
many of the Chicago stores are refusing 
to take back under any condition rubber 
goods or any other drugs or medical 
supplies. Since many of the evils of 
present-day merchandising including 
return goods arise mainly from sales 
on credit, it has been suggested that all 
sales be strictly cash. In this field it is 
estimated that a large store can do busi- 
ness thirty-nine per cent cheaper if it 
is strictly cash than the same store can 
do on a strictly credit basis. A disad- 
vantage of the cash principle is the 
expense necessary to check dishonesty 
among the salespeople. Most of the 
department stores seem to want to 
cling to the old superstition, ‘The 
customer is always right.”” This may 
have been a good idea before the depres- 
sion, but it is out of line with the current 
attempts to reduce expenses. 
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The Why and How of Direct Mail 
Advertising 


JAMES RoTTo 


Advertising managers fail to agree on the desirability of direct mail 

advertising. One of them summarizes here the case for direct 

mail, not as a substitute for newspaper advertising but as a supple- 
ment to it 


When I was a copy cub in an advertis- 
ing agency grinding out advertising for 
trade papers, my instructions were to 
talk to the dealer through the manufac- 
turer’s advertising in terms of “more 
profit”’ instead of trying to glorify the 
perfection of the merchandise itself. 

Similarly, when tramping the side- 
walks knocking on storekeepers’ doors 
in an effort to sell, I found my customers 
seldom showed any interest when I 
talked about the quality of the paper 
or the unique printing process I had to 
sell, but they pricked up their ears when 
I casually remarked that the Blank 
Mercantile Company mailed 10,000 of 
these thingamajigs and rang up $3,500 
on the cash register. 

So in lining up the essential reasons for 
persuading a store to use direct mail, at 
the head of the list should be placed— 


1. To Sell More Goods 


Time and again a given appropriation, split 
up between newspaper and mail, has sold much 
more merchandise than when the entire amount 
was confined to the newspapers alone. It pro- 
vides a two-edged blade. Any retail advertiser 
knows how results from repeated newspaper 
advertisements diminish after the first big effort 


78 


has been made, but because of the varied appeal 
of the two mediums the momentum of a promo- 
tion can be more easily maintained when the 
initial effort is put over by direct mail and fol- 
lowed up in the newspapers. 


2. Direct Mail Builds Prestige 


The physical] limitations of a newspaper page, 
with its coarse printing surface, harassed com- 
positors, and high-speed printing methods, do 
not lend themselves to fine reproduction. Large 
metropolitan stores, it is true, manage to sur- 
mount many of these obstacles by the use of 
superlative art work, expensive half-tones, and 
hand-set typography, but if the average store 
attempted to ape its big-city brothers, it would 
find the cost of production per page almost 
equaling and in many cases exceeding the cost 
per page for space. A number of pieces of 
direct-mail literature, prepared with good taste 
and sent with discrimination to a carefully 
selected list of customers or prospects, can build 
up an impression of confidence and quality much 
more readily than sheer brute space in the daily 


press. 


3. Direct Mail Can Maintain Personal Contact 
with Customers 


Poor old King Solomon with his thousand 
wives was probably kept on the run all the time. 
A lot of stores remind one of King Solomon, 
because they are always running after new cus- 
tomers but pay no attention to their regular 
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customers unless they come in and force their 
patronage on the store. This practice is like 
bailing out a leaky boat without using a big plug 
that is right at hand. In this case direct mail is 
the plug, and a very handy one it is in keeping 
afloat the good will of customers, preventing 
them from straying too much to other stores, and 
increasing their annual purchases in the par- 
ticular store. 


4. Direct Mail Can Control Buying Activities of 
Specific Groups of Customers 

This is direct mail’s newest and most scientific 
job. Persuading coat customers to buy dresses, 
telling hosiery customers about the splendid shoe 
department they are overlooking, spot-lighting 
the men’s clothing department to the men’s 
furnishings customers, and so on, ad infinitum. 
It is one of the most interesting and constructive 
jobs in retailing today and the means by which 
many stores are first being initiated into the 
intricacies of direct-mail promotion. 


5. Direct Mail Will Add New Charge Accounts 


Nearly everybody knows charge accounts can 
readily be opened through the mails, but how 
many retailers bother to see how much or how 
little a customer with an account purchases 
three, six, and twelve months after the account 
has been opened? And even if they do fade 
out, what do they do about it? That is the 
point where direct mail can start to do a real job. 


CHECKING POINTS FOR RETAIL DIRECT 
MAIL 


If regularly and frequently used, direct 
mail can be made a constructive force in 
assuring permanence, growth, and profits 
to the retail store. In engaging in a 
program of direct-mail activity the 
retail store should consider the following 
points: 


1. Is the merchandise to be promoted likely 
to sell at this time of the year at the 
price quoted? 

2. Have you an authentic list of names and 
addresses of active and inactive cus- 
tomers or prospects who buy merchan- 
dise of this character? 


3. How much can you afford to spend for 
this mailing, including art work, 
engravings, printing, postage, address- 
ing, and mailing costs? 

4. What volume of business can you reason- 


ably expect? 
5. What will then be the percentage of sell- 


ing cost, and is it justified? 

6. Will the same amount of money stand a 
better chance of producing more ade- 
quate returns through some other form 
of publicity? 

7. No matter whether you have decided on 
a letter, folder, booklet or broad- 
side . . . . does it best reflect the quality, 
style, or price of the merchandise... . 
or will some other format work out 
better? 

8. Is the copy written to appeal particu- 
larly to the class of people who are 
destined to receive this mailing piece? 

9. Will its physical appearance be such as 
to symbolize in the mind of the con- 
sumer the personality of the store? 


Retail Sales as Market 
Indicators 


WARREN WRIGHT 


With the recent publication of the 
census of distribution by the Depart- 
ment of Commerce of the United States, 
there is a great deal of interest as to the 
possible uses to which these data can be 
put. Total retail sales are shown in the 
census by States, cities, and counties, and 
the sales consummated through chain 
stores and independents are shown in 
percentages. The total numbers of 
kinds of outlets are revealed, as well as 
operating costs of doing business. Some 
further breakdowns are now being made, 
by trading areas within a few selected 
large cities. Here lies a mine of valuable 
information of a kind never had before 
on so large a scale or with anything of 
the completeness effected by the govern- 
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mental researchers. This is government 
in business with avengeance; but in the 
favored way of helping, not interfering, 
with business men. 


SOME LIMITATIONS 


The retail sales reported obviously ac- 
count for only a part of the total sales 
made to consumers; many people buy 
commodities in increasing numbers at 
public-service companies, banks, and in- 
vestment organizations, quasi-wholesale 
stores,and soon. Hence, retail sales do 
not show total buying possibilities, but 
for certain commodities they are highly 
reliable. 

Furthermore, consumers in some sec- 
tions of the United States probably spend 
more of their total income in retail stores 
than do those in others; so if one were 
working in a definite section it would be 
necessary to correct the general retail 
sales figures for local buying peculiarities. 
It is of course true that past sales need 
not be taken to point out absolutely what 
might happen in a market, for consumer 
buying habits are changing at all times 
and in all places. 

Compiled on a county basis, these 
census figures will tend to overrate buying 
by city dwellers in cases of large cities, for 
often much of what the rural consumer 
buys is obtained from urban stores. The 
converse is true, that in counties sparsely 
populated buying power may be under- 
rated because some of the sales originat- 
ing therein go to the credit of nearby 
urban places. If the market figures em- 
brace several counties including several 
cities, the difficulty becomes smaller, for 
sales wherever made in a larger region 
become a truer index of what to expect 
throughout the area. Size diminishes 
the seriousness of any error. 


If two States show equal retail sales, 
it does not follow that the States offer 
the same possibilities for sales of all 
commodities because one State may con- 
tain consumers in much better economic 
circumstances than the other. The 
sales of some products could be very dif- 
ferent in the two sections. 

Any conclusions made from using the 
census data must obviously be corrected 
to take account of changing market con- 
ditions in the country in general and in 
particular sections. 

Some other considerations come to 
mind. If sales are figured upon a per 
capita basis, the effect of density of 
population is lessened greatly. Special 
sales factors must be used in combing 
markets for definite products, but it is 
to be hoped that the publication of the 
census data will cause many manufac- 
turers to discover these factors rather 
than guess at them. 


STRONG ADVANTAGES OF THE CENSUS 


When the data are used as a measure 
of relative buying power in different 
States or districts, any variations due to 
changing business conditions are of less 
significance, but during the next few 
years some parts of the country will show 
more economic progress than others. 
During the interim between census pub- 
lications, some allowances will have to 
be made for such changes as they occur. 
Perhaps the Bureau of the Census will 
make known retail-sales samples between 
census years. It would be helpful. 

The census also shows the extent to 
which various types of goods are sold 
through the regular trading channels, 
what part goes direct from manufacturers 
to other manufacturers, to retailers, or 
even to ultimate consumer, and what 
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part is disposed of through manufac- 
turers’ agents, etc. Thus the problem 
of choosing the right trade channel is 
somewhat solved, because it is probably 
true that most products have to be mar- 
keted in orthodox fashion, at least at the 
start, unless unique circumstances make 
another plan feasible. 

The individual manufacturer now has 
a picture of what his market is doing, 
for total retail sales of his products and 
those of his competitors are at last shown. 
He is able at once to calculate what part 
of the total is falling to him; and if other 
indices, such as capital investment, sell- 
ing strength, and quality of products are 
allowed for, he can determine if his organi- 
zation is behind or ahead of what should 
be expected in such circumstances. 

Another advantage appears. By use 
of the census data it can now be deter- 
mined what part of the total sales ina 
region are urban and what part rural. 
Such knowledge will be of great value to 
many chain companies in placing stores 
in cities, for it must be obvious that 


stores in cities to which is attracted con- 
siderable farm trade will have to be 
stocked with different goods from stores 
in which the trade is chiefly urban. 
No longer need such a mistake be made 
as putting a general merchandise chain 
unit in a city of 50,000 population instead 
of in a city half that size and having a 
greater percentage of rurai trade than the 
former when the merchandise carried 
has great appeal to farm folks only. And 
guessing can be done away with once 
sales by trading areas in large cities are 
known. Locations can be determined 
more carefully if this added check is 
utilized. 

Other uses for this data will appear as 
time goes on. The interesting thing 
about it all is the great willingness on the 
part of the census officials to handle the 
data in ways of greatest value to those 
immediately concerned. Special sales 
breakdowns can be run off by the Bureau 
and the load taken from the shoulders of 
many research staffs ill fitted for such 
work. 











TEP S: 


Fite sk" my 
CYT EET 


SS CRE TL SEI IES 














Accounting and Control Division 





The Buyer’s Compass 


Doris ROTHWELL 


Much recent criticism of merchandise control systems has grown 
out of failure to choose the type of system best fitted to the mer- 


chandise. 


This article shows how to choose and operate the right 


control 


A department in a retail store is not 
unlike a ship at sea, blown upon by the 
winds of customer good will, which may 
meet fair weather or foul. Its sails are 
its merchandise and its mariner its de- 
partment manager. Since no man can 
sail a ship alone, the mariner must have 
one or more efficient mates and a crew of 
sailors to man his sails; likewise, the 
department manager must have his 
assistants and his salesclerks. As the 
helmsman steers the boat by compass, 
a compass which points true in all kinds 
of weather, so should the department 
manager steer his department by a re- 
liable control. 


This question of the selection of a 
right type of control was never more 
important than now, when the whole 
retail trade is struggling, along with all 
other branches of business, to make both 
ends meet. Rigid economy in all details 
is being observed. It is, obviously, not 
the time for wasteful control experi- 
ments of doubtful outcome, but it is the 
time for a good reliable control, wisely 
operated. The types of control that 
might be introduced into a department 
should be carefully studied, for no con- 
trol at all is better than an inadequate or 
too expensive one. 


82 


DOLLAR CLASSIFICATION CONTROL 


The cheapest of all controls is the dol- 
lar classification control, a breakdown of 
a department’s total figures by major 
groups or classifications, varying in num- 
ber from 3 to 25, depending upon the 
size of the department and variety of 
the merchandise. This type of control 
follows general retail bookkeeping 
systems and certainly needs no detailed 
description. It is made a mechanical 
job by having all official department rec- 
ords, invoices, markdowns, saleschecks, 
and refunds bear a class number. It can, 
therefore, be efficiently compiled by a 
group of comptometer operators, hand- 
ling records after they are used for general 
departmental statistics. It also adapts 
itself easily to Hollerith or Powers 
tabulating machines wherever these ma- 
chines have been installed. This type 
of control is adaptable to all departments 
with the exception of ready-to-wear and 
other fast-turning ones, because stock is 
so low in relation to sales in these depart- 
ments that a large proportion of invoices 
are not represented in the stock figure at 
all. This is due to the span of time be- 
tween receipt of the invoice and actual 
charging to the department; this makes 
the stock figure on the classification con- 
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trol a poor picture of the actual condi- 
tions. 

This type of control is useful in any 
department to which it is adapted; de- 
sirable in departments where a unit con- 
trol is so expensive as to be prohibitive; 
practically essential, even if there is a unit 
control, as well in large departments where 
each classification is a small department 
in itself. 

These are the classifications that may 
be used in a drug department: 


. Drugs 

. Dental preparations 

. Manicuring preparations 

. Hair preparations 

Perfumes and toilet waters 

. Shaving preparations 

. Creams and lotions 

. Compacts, face powder and rouge, and 
vanity cases 

. Implements—brushes, combs, tooth 
brushes, manicure and foot imple- 
ments, etc. 

10. Face powder, rouges, lipsticks 

11. Bath preparations—soaps, talcum pow- 

der, etc. 

12. Deodorants and depilatories 

13. Eye preparations 

14, Foot preparations 


© 


Figures most generally included on a 
classification control are sales and stock 
by classification. However, markup per 
cent and markdown per cent are also 
important, while transactions, average 
salescheck, and turnover are often of 
value. 

The information given by a classifi- 
cation control is not detailed; rather, it is 
definitely limited. Nothing more than 
group figures can be obtained from this 
kind of control. It cannot tell what 
style or how much of a given style to 
buy. Nevertheless, it gives pertinent 
facts on sales, stock, markups, and mark- 


downs in condensed form. It is there- 
fore popular with department managers 
unfamiliar with reading and interpreting 
figures. Since it is a direct link with 
ledger reports, it shows the department 
manager at a glance in what merchandise 
groups he must start working to increase 
sales, increase markup, or decrease mark- 
downs if he will improve the profit-and- 
loss statement at the end of the year. 
In a sense, what more need a compass do? 
If on the other hand, a department man- 
ager wishes to know what style or styles 
he must push or weed out, he must have a 
unit control. 


TYPES OF UNIT CONTROLS 


The real problem in choosing a correct 
control for a given department lies in 
these unit or piece controls, which may 
be divided for convenience and for defi- 
nition into five types arranged in ascend- 
ing order of expense as follows: 


1. Tickler 

2. Reserve requisition 
3. Stub 

4. Salescheck 

5. Prior salescheck 

Tickler control is the old periodic stock- 
counting system, sales between stock- 
counting periods being deduced from the 
equation: previous stock plus receipts 
for period minus new stock equals sales 
for period. Counts are seldom taken 
oftener than once a week. 

Reserve requisition, stub, salescheck, 
and prior salescheck controls are all 
perpetual inventory systems, stock rather 
than sales being deduced from the equa- 
tion: Previous stock plus receipts minus 
sales equals new stock. 

Reserve requisition takes as its premise 
the theory that the movement of mer- 
chandise from reserve to selling floor is 
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indicative of sales over the counter. 
Stock figures, therefore, represent stock 
reserve only, and the record of sale is a 
written requisition for merchandise taken 
from reserve to selling floor. 

Stub and salescheck alone show actual 
sales to the customer, séub using the 
lower half of a chopped price ticket as its 
record of sale; salescheck the actual sales- 
check after being filled. Stock repre- 
sents complete stock—both on selling 
floor and in reserve. 

Prior salescheck differs from salescheck 
only in that the salescheck is handled 
before being audited and checks must 
therefore be entered at regular intervals 
during the day. 

As far as expense is concerned, tickler 
and reserve requisition are the cheapest 
and are used where the average value of 
a unit sale does not warrant separate 
clerical handling of each sale. Stub, 
salescheck, and prior salescheck are more 
expensive and are used where the aver- 
age value of a unit sale is high. This 
dividing line may well be set at an aver- 
age salescheck of $3.00. 


MERCHANDISE FOR WHICH EACH TYPE 
IS ADAPTED 


Stub control is the neatest and prob- 
ably the most familiar form of unit con- 
trol. It should be used in all high-aver- 
age salescheck departments, such as 
ready-to-wear. Here the merchandise 
can be marked with a double-printed 
price ticket, provided it isnot too bulky to 
be carried to a locked chopping machine 
for chopping off the lower half or stub of 
the price ticket. Some stores do not 
consider this latter requirement essential, 
but allow salesclerks to tear off and save 
the lower half of the ticket. Here there 
is no guarantee that the control clerk 


will get all stubs. It would seem desir- 
able to make it a function of the mer- 
chandise checker to see that the price 
ticket has been chopped before she wraps 
the package. This ensures collection of 
all stubs. 

Salescheck control is used as a sub- 
stitute for stub in high-average sales- 
check departments only where a stub 
cannot be attached or where the mer- 
chandise cannot be carried to a chopping 
machine. Examples are shoes, rugs, 
luggage, expensive jewelry, china, silver- 
ware. 

Prior salescheck control, the most ex- 
pensive type of control—expensive be- 
cause of the necessity of entering sales- 
checks at half-hour intervals during the 
day—is used chiefly in departments 
having a remote warehouse problem, in 
which the average salescheck is high. Be- 
cause of the difficulty of watching stock, 
controls are important in such cases. 
One of the functions of this type of con- 
trol is to stop saleschecks for merchandise 
which is not in stock at the warehouse 
from being sent to the warehouse. Bulk 
toys, trunks, some house furnishings, and 
furniture are examples. 

Tickler and reserve requisition con- 
trolscan be used more or less interchange- 
ably in low-average salescheck depart- 
ments. Reserve requisition is possible 
only where there is a representative stock 
of merchandise in reserve, where the num- 
ber of items is not great, where the mer- 
chandise is fairly regular, and where the 
amount of selling floor space is not so 
limited as to result in a very large num- 
ber of requisitions each day. It is some- 
what more expensive than tickler. 
Blankets, sheets and pillowcases, alumi- 
numware, some notions and hosiery are 
good examples. Drugs, on the other 
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hand, are definitely not adapted to re- 
serve requisition, at least in most stores, 
because of the very large number of 
items carried, the small amount of floor 
space, and the number of requisitions 
that would have to be handled. 

Tickler can be used more or less suc- 
cessfully in any type of department, ex- 
cept fashion departments where the style 
trend may change daily, making stock 
counts too infrequent. It is because of 
the difficulty of getting accurate stock 
counts, and because of the lack of a 
perpetual stock figure, that this is the 
least efficient form of control. It is used 
generally in low-average check depart- 
ments where no other type of control is 
possible, or where information desired 
does not warrant an expensive control. 
It cannot be used to advantage in de- 
partments where the merchandise is dif- 
ficult to count, such as novelty jewelry, 
since the cost of stock taking in such 
departments makes the cost of the con- 
trol too great. Control may be either 
reserve, or reserve and floor tickler, 
depending upon what percentage of stock 
is carried on the floor. Both kinds of 
tickler may be used in a given department 
for different items. Salient examples of 
this type of control are drugs and groc- 
eries, because of the magnitude of the 
task and the low value of the items; in- 
expensive millinery, because this depart- 
ment can be run quite satisfactorily by 
visual control, general trends only being 
desired from figure control; small sporting 
goods items such as fishing tackle, be- 
cause of the low average check and the 
fact that the majority of the stock is on 
the selling floor, making reserve requi- 
sition impossible. 

One other consideration in determining 
the proper mechanism for the control 


compass is the degree of information 
desired. Specifically, it must be known 
whether day-to-day information is es- 
sential, whether individual style or only 
group figures are needed, whether manu- 
facturer is important, and whether ma- 
terial, color, and size figures are desired. 
These factors influence only secondarily 
the choice of type of control, type of de- 
partment being the primary considera- 
tion. These problems should probably 
be answered by the buyer’s own desire, 
subject only to the cost of satisfying it, 
since, given the right type of control, in- 
formation can almost always be presented 
adequately in any desired form. 


MAINTAINING A DOLLAR-CLASSIFICATION 
CONTROL 


Once the type of control has been de- 
termined, the next problem is to develop 
and maintain it accurately. Experience 
is the best teacher in this respect, and 
no number of admonitions can foresee 
all the problems that will arise in a given 
department. However, certain general 
precautions and safeguards may prove 
useful. Above all, there should be expert 
control supervision. 

The accuracy of classification control 
depends entirely upon correct classifi- 
cation of records. The prime requisite, 
therefore, is to determine a list of classi- 
fications in which the possibility of con- 
fusion will be ata minimum. Experience 
teaches that more than fifteen classifica- 
tions are inadvisable for most depart- 
ments, accuracy decreasing rapidly and 
expense increasing beyond that point. 
It is also important to make a list of 
classifications which will hold good year 
after year, since changes of classifications 
cause confusion and inaccuracy, and 
sacrifice the benefit of comparative fig- 
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ures. The chief difficulty usually comes, 
not from invoices or markdowns which 
are classified by the department manager 
or assistants, but from saleschecks and 
refunds classified by salesclerks. To 
help overcome this difficulty, it is desir- 
able to have the receiving department 
put the classification number on the price 
tickets from invoices. It is also desirable 
to give each salesclerk a typed list of 
classifications and to ask merchandise 
checkers to check for classification num- 
ber on all saleschecks. Most important 
of all, salesclerks should be given inten- 
sive training in the importance of correct 
classification of records. 


INCOMPLETE UNIT-CONTROL RECORDS 


There are three causes of inaccuracy 
in unit controls: 
1. Failure to get all records 
2. Failure to get complete and correct in- 
formation on records 
3. Clerical inaccuracy 

The first source of error is the most 
easily overcome. First of all, the con- 
trol supervisor must be certain that she 
has stopped up all avenues of escape 
for records; i.e., that she knows the 
store procedures for all records suffi- 
ciently well to be sure that none escape 
her because they are exceptions and do 
not follow the regular channels. 

Failure to get instantly all official 
records, such as invoices, can be over- 
come, first, by having the control clerk 
stamp records in a specified place, and 
second, by asking the marking division 
(in the case of invoices and markdowns) 
or order-checking (in the case of orders) 
to refuse all records which do not bear 
this stamp. A subsequent check is to 
have a clerical check for this stamp at 
the time the records go to closed file. 


All unstamped records can then be 
pulled and routed through the control 
clerk. For orders, markdowns, and 
requisitions which can be serially num- 
bered, the best method to ensure ulti- 
mate receipt is to keep a number-check- 
ing card and investigate missing numbers 
periodically. Occasionally this is de- 
sirable even for saleschecks. There is, 
however, no definite safeguard like 
these for failure to write all records. 
Unofficial records, such as requisitions, 
are the worst problem. It is very diffi- 
cult to teach department managers, 
assistants, and stock men that merchan- 
dise cannot be carelessly removed from 
reserve to fill immediate needs on the 
floor without sacrificing control accu- 
racy. A habit of writing requisitions 
for everything has to be cultivated. 


INCOMPLETE INFORMATION ON UNIT- 
CONTROL RECORDS 


The second source of error, failure to 
get complete and correct information 
on all records, is the most difficult to 
overcome. Obviously, of course, the 
control supervisor must issue careful 
and precise information to every one 
concerned so that it is generally under- 
stood what the control does need. She 
must also be sure that things are not 
made too difficult. For example, in the 
case of shoes, where in most stores the 
control would show type of shoe, leather, 
color, and size, not individual style 
number, the salesclerks should not be 
expected to write on the salescheck 
“Brown and white calf oxford, size 
63A, style #43.” The department 
should be coded and the merchandise 
marked with the code so that the sales- 
clerk can simply copy a code from the 
price ticket—“113-43 653A.” 
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CLERICAL INACCURACY IN UNIT CONTROL 


One remedy for the last source of 
error, clerical inaccuracy, is better 
selection and better training of opera- 
tors. However, the problem goes much 
deeper than this. It involves the whole 
question of wise control administration. 
Procedure must be so simplified as to 
minimize the possibility of clerical error. 
The actual control card must be care- 
fully designed to ensure control accuracy 
as well as usefulness. Too little atten- 
tion is generally paid to this really 
important question. The size of the 
form must be not too large, nor the 
spaces too small. The labeling must 
be definite to ensure accuracy of entry. 
The actual layout of the control cabinet 
and work desk must be carefully planned 
for least possible fatigue. Granted even 
the best possible working conditions, 
sensible procedure, and an excellent 
control clerk, the control still will not 
run perfectly due to the element of 
human error. Regular physical inven- 
tories, even in the smoothest running 
controls, should be made an integral 
part of control operation. Each style 
should be inventoried about twice a 
season. Book stock is thereby period- 
ically checked and corrected by physical 
inventories. Constant and serious dif- 
ferences between control and inventory 
stock naturally require supervisory in- 
vestigation into the cause of these 
discrepancies. 

One of the most frequent causes of 
distrust of control figures is that they 
do not check with ledger figures. The 
only thing that will ever satisfy de- 
partment managers is absolute proof 
of the fact that control and ledger figures 
can differ and yet both be right. It 
would be well worth while in any store 


to make one or two public reconciliations 
of these differences, based on actual 
figures. For example, the control stock 
is normally under ledger stock plus goods 
in transit. Some time ago careful analy- 
sis of this difference was made for a 
ready-to-wear department and the two 
figures were balanced almost exactly. 
A statement was prepared listing the 
actual invoices for merchandise on the 
platform which had naturally not 
reached the control, the merchandise 
out on repair which had been subtracted 
from control and yet remained charged 
to the department, the markdowns 
which had not gone through the ledger, 
merchandise not on control, etc. This 
was so successful that now the ready-to- 
wear buyers accept without question 
the fact that control stock may be 
anywhere from 90 to 100 per cent of the 
ledger stock plus goods in transit. They. 
interpret any greater difference as a 
probable inventory shortage at the 
end of the season. In one department 
having two subdivisions, the monthly 
control report was found to check con- 
stantly in total with ledger figures, but 
never by subdivisions. Investigation 
showed that the control was right and 
the ledger wrong. The facts proving 
this conclusion were made known and 
an overage in one section aiid a shortage 
in the other was predicted. Such sub- 
sequently proved to be the case. Asa 
result, steps have since been taken to 
prevent a recurrence of this situation by 
having the control clerk report and 
correct all salescheck errors. 


UNIT-CONTROL REPORTS 


The varying uses of a good control 
may be summarized as follows: First 
of all is the sales and stock report. In 
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most metropolitan stores now a ready- 
to-wear department’s daily sales and 
stock report is of utmost importance 
for day-to-day ordering of particular 
styles. It has become, practically, the 
mechanism for all ready-to-wear order- 
ing, tempered by some sort of weekly 
summary of total conditions. These 
may be supplemented also by occasional 
reports of slow-selling or nonselling 
merchandise. 

Few departments other than ready- 
to-wear need to receive daily reports. 
Weekly or monthly summaries have been 
attempted in other departments, but 
without great success, for immediate 
ordering purposes. Other systems have 
therefore had to be devised. One sim- 
ple idea is a definite ordering schedule, 
control panels being presented auto- 
matically to the buyer for consideration 
on a scheduled day. This, however, 
does not catch items falling low be- 
tween reorder dates. To overcome this, 
daily minimum reports may be prepared 
—in other words, reports of sales and 
stock on all items reaching a prede- 
termined minimum on a given day, and 
therefore demanding immediate action. 
This minimum may be determined 
either mathematically or arbitrarily. 
Still another idea is that of daily 
signaling, for buyer’s immediate atten- 
tion, of cards falling below minimum on 
that day, instead of the formal mini- 
mum report. There is great value in 
teaching buyers to read original control 
cards rather than transcriptions from 
them. There is, in the first place, a 
definite saving in control cost, and, in 
the second place, a decided increase in 
the usefulness of the control to the buyer. 
Any figure a buyer desires is made 


instantly available to him, even if the 
control clerk is missing. He develops 
greater interest in and greater confidence 
in his control by constant use of it. 
And he has much more complete infor- 
mation at his finger tips. 

There are certain mechanical or cleri- 
cal functions which may be economi- 
cally performed by the control clerical. 
One of these has been suggested pre- 
viously under prior salescheck controls 
(i.e., stopping sale on items out of 
stock). This may mean refusal to 
send salescheck to the warehouse or 
actual removal of the sample from sell- 
ing floor. The control may also requisi- 
tion merchandise to selling floor on 
occasion, particularly new merchandise 
or merchandise previously out of stock 
and just received. Another function 
which sometimes belongs logically under 
the control is the retailing of invoices. 
In a few departments, it may even be 
that the control can most logically write 
markdowns, particularly if marked down 
after sale. 


AUTOMATIC ORDERING OF STAPLES 


The ultimate in control operation at 
the present time is automatic reordering 
of staples. This is no theoretical hope, 
but an absolute actuality in a dozen 
departments at least in one store. 
Space does not permit doing justice to 
this subject at this time, nor is it the 
intent to include it. The problem has 
too many ramifications and requires 
intense study and preparation before it 
can be attempted practically. Above 
all, it must be instituted gradually, only 
in staples, and be closely watched in its 
early stages. Each new contingency 
which arises necessitates provision to 
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cover similar situations in the future. 
However, this gloomy introduction need 
not discourage any store from attempt- 
ing the task, since one store is actually 
allowing $18-a-week clericals to write 
and figure orders for merchandise (really 
spend the firm’s money), subject to 
only the most cursory check by the 
department managers—all this by math- 
ematical formulae. And the results 
are both better and more cheaply ob- 
tained than under the old nonmathe- 
matical arrangement! What better ar- 
gument can be produced for efficient 
control than this, even if it involves a 
whole history of development and im- 
provement! 


An Accounting System for 
Small Stores 


A simple accounting system for small 
stores has been developed by Bernard 
Lieberman, published by the Accounting 
Systems and Forms Company, Wool- 
worth Building, New York. It includes 
a pamphlet and set of forms under the 
title ‘Accounting System for Retail 
Stores.”’ 

Only four forms are used: (1) a record 
of sales by days, weeks, and months, (2) 
purchases by vendors and invoice num- 
bers with notations of payment date and 
check number, (3) summary of daily ex- 
penses and of incomes other than from 
sales, and (4) an income, expense, and 
profit or loss record. The latter is a 
simple statement showing the profit or 
loss as the difference between “‘total in- 
come” and “total expense.” Total in- 
come is composed of sales, discount on 


purchases, other income, and closing in- 
ventory, while the total expense includes 
beginning inventory, purchases, adver- 
tising and window-dressing expense, sal- 
aries of sales help, rent, telephone, heat 
and light, insurance, sundry expenses, 
freight and express, and drawings of the 
proprietor. While the system has some 
technical inaccuracies such as the treat- 
ment of purchases as a part of total ex- 
pense (expenditure would have been a 
better term), or the putting of rebates 
from vendors under “other income,”’ these 
are more than offset by the simplicity 
of the system. 

Sales are recorded daily, but the re- 
cording of all other information may be 
deferred until the end of the month. A 
minimum of time and accounting ex- 
perience is required. It is evident that 
a balance sheet showing the assets, 
liabilities, and proprietary interest is 
lacking. The author has probably felt 
that small-store owners are cognizant 
of their financial standing to a degree 
which makes frequent balance sheets not 
worth the trouble of their intricate cal- 
culation. 

The system could be made more useful 
probably if the expense classification 
on the summary form followed the four- 
teen natural divisions drawn up by the 
Controllers’ Congress. Freight and ex- 
press, also, should be treated as an addi- 
tion to purchases rather than as an ex- 
pense. These changes could be easily 
made in the final form and would make it 
possible for small stores to compare their 
expenses with published figures. 

Of the few simple owner-operated ac- 
counting systems adapted to small stores, 
this one seems especially good. 
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Customers’ Reactions to Organized and 
Unorganized Sales Talks 


O. PRESTON ROBINSON 


Recent experiments at New York University to measure the emo- 
tional responses of people to various stimuli hold great promise of 
leading to improvement in selling technique 


Methods of retail salesmanship have 
lately come under the close scrutiny of 
many retail executives. Problems aris- 
ing out of present economic conditions 
once again emphasize the importance 
of the selling function. Salespeople 
well-trained and imbued with a whole- 
some attitude towards their jobs can 
do much to raise stores out of the depths 
of unprofitable merchandising. In- 
creasing the average sale, so stressed 
today as one of the retailers’ hopeful 
possibilities to profitable operations, is 
chiefly a_ selling function. Properly 
trained salespeople can increase the 
size of the average sale. The problem 
is how to train them. In spite of all 
good intentions current training meth- 
ods, apparently, have not _ been 
crowned with any striking degree of 
success. The majority of salespeople 
in even those stores having the most 
thorough training programs still prefer 
to talk price rather than value. In a 
recent private investigation shoppers 
could find no appreciable difference in 
the selling ability of so-called trained 
salespeople and those in stores where no 
selling training is offered. 

All of these facts point to the neces- 
sity of a new and unusual approach to the 
retail sales-training problem. Many of 


those concerned with selling feel defi- 
nitely that the old “‘approach, presenta- 
tion, and close’ method of training is 
wholely inadequate. The question of 
attitude towards the job and towards 
the customer is vitally important. 
Those factors which build up the sales- 
person’s attitude should be given major 
consideration in the training process— 
what the salesperson does and how she 
talks about the merchandise is often 
more important than what she says. 

One of the first of these unusual ap- 
proaches to sales training comes from 
Mr. Elmer Wheeler of the Baltimore 
News. Mr. Wheeler has made a study 
of selling sentences used by salespeople. 
After careful consideration of thousands 
of such sentences, he points out definitely 
that those who give careful thought to 
how they talk about their merchandise 
are by far the more effective salespeople. 
From his study he has compiled a book 
of Tested Selling Sentences. 

A second fresh approach is now being 
conducted by the School of Retailing in 
coéperation with the department of 
business psychology and _ personality 
improvement of New York University 
and which is directed by Professor N. L. 
Hoopingarner. A _ short preliminary 
part of this study has just been com- 
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PSYCHOLOGICAL TESTING IN THE DEPARTMENT STORE 
(with the Psychogalvonograph) 


pleted which deals with the organiza- 
tion of selling points to be presented 
in the merchandise sales talk. 

Many observers of training methods 
have long contended that although many 
stores give adequate merchandise infor- 
mation to their salespeople, relatively 
few help the salesperson to present best 
these facts to the customer. From a 
psychological point of view, organization 


in a Sales talk is important. A customer 
reacts more favorably to selling points 
logically arranged than to the sales talk 
in which no thought is given to order of 
arrangement. To prove this contention 
and to establish what constitutes an 
organized sales talk, a number of experi- 
ments were conducted with the use of 
the Wechsler psychogalvonograph. This 
type of psychological instrument’ has 
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long been used to measure emotional 
responses of subjects to certain sets of 
stimuli. Only recently has it been 
thought of as a possible aid to improving 
selling practice. 

In this study a representative number 
of unselected subjects were attached 
through electroids to the psychogalvo- 
nograph. Carefully prepared organized 
and unorganized sales talks were then 
read to them and the intensity of their 
reaction, as measured by the instrument, 
tabulated. Conditions were carefully 
controlled so that the only stimuli given 
were those contained in the sales talks. 
Merchandise points in both the organ- 


ized and unorganized talks were identi- 
cal, the only difference being in the 
order and manner of presentation. 

Results of the study so far show a 
decidedly stronger reaction to the sales 
talks in which the selling points were 
logically arranged. The average varia- 
tions in emotional response in each case 
were as follows: organized 1.354; un- 
organized 0.488. 

This study at present is only in proc- 
ess and it is hoped that as it develops 
some interesting and helpful facts 
may be learned about the customer’s 
emotional reactions during the selling 
process. 


Maintaining the Working Force on Jewish Holidays 


Jewish holidays, falling upon week 
days, have always created a personnel 
problem for stores. But so long as the 
percentage of Jews to Gentiles is rela- 
tively small, the temporary absence of a 
few can be handled without special em- 
ployment, particularly in view of the 
fact that sales volume is often smaller 
due to religious observance. 

But a number of New York stores 
report that about 50 per cent of their 
employees are Jewish and that special 
Gentile employees must be hired for 
the more important holidays. 

The table on page 29 prepared by the 
Synagogue Council of America lists the 
holidays observed by orthodox Jews. 
All these begin on the preceding evening 
at sunset. 

The most important, observed by 


nearly all Jews, are the Jewish New 
Year and the Day of Atonement. This 
year the former occurred on Saturday 
and Sunday, October 1 and 2, and the 
latter on Monday, October 10. To have 
some 50 per cent of the working force 
absent at the beginning of the heavy fall 
season and on the two best days of the 
week has forced stores not only to hire 
temporary Gentile help but also to 
consider the advisability of maintaining 
such a large proportion of Jews on the 
force. 

There is no doubt that Jews are 
admirably fitted for the retail business. 
In fact, in the recent layoffs probably a 
larger proportion of Gentiles than Jews 
were dispensed with. As a result the 
holiday problem this year may have 
been more difficult than before. 
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ti- 1932 1933 1934 1935 1936 
he 
Passover—Commemorating the exodus from | Apr. 21 | Apr. 11 | Mar. 31 | Apr. 18 | Apr. 7 
Egypt Apr. 22 | Apr. 12} Apr. 1] Apr. 19| Apr. 8 
a Apr. 27 | Apr. 17| Apr. 6] Apr. 24 | Apr. 13 
les Conclusion of Passover Apr. 28 | Apr. 18 | Apr. 7 | Apr. 25 | Apr. 14 
re 
ia- Pentecost—Shabuoth, commemorating the | June 10 | May 31 | May 20} June 7 | May 27 
ie revelation on Mt. Sinai June 11 | June 1} May 21] June 8 | May 28 
n- (5693) (5694) (5695) (5696) (5697) 
Rosh Hashanah—The Jewish New Year Oct. 1 | Sept. 21 | Sept. 10 | Sept. 28 | Sept. 17 
yC- Oct. 2 | Sept. 22 | Sept. 11 | Sept. 29 | Sept. 18 
ps 
i. Day of Atonement—Most solemn day of the | Oct. 10 | Sept. 30 | Sept. 19 | Oct. 7 | Sept. 26 
* Jewish year; spent in the Synagogue; de- 
rs voted to fasting, prayer, and repentance 
ng 
Sukkoth—Harvest festival, commemorating | Oct. 15 | Oct. 5 | Sept. 24 | Oct. 12 | Oct. 1 
the dwelling of the Israelites in tabernacles | Oct. 16 | Oct. 6 | Sept. 25 | Oct. 13 | Oct. 2 
in the wilderness 
Conclusion of Sukkoth Festival Oct. 22 | Oct. 12 | Oct. 1] Oct. 19| Oct. 8 
Rejoicing of the Law—The annual reading | Oct. 23 | Oct. 13 | Oct. 2 | Oct. 20| Oct. 9 
SW of the Pentateuch is completed and 
1is resumed 
ay 
he : 
“4 Book Reviews 
ce Fashion Merchandising, by Paul H. 4. Promotion of sales in the form of effective, 
all Nystrom. New York: Ronald Press timely advertising, displays, and sales- 
he Company, 1932, 255 pages. manship 
ire Dr. Nystrom’s Economics of Fashion, which ° ype magh ai one Seg in peice, quality, 
tip appeared in 1928, crystallized the vast recent es te : 
accumulation of facts about fashion and pre- In the chapter on the significance of fashion, 
ng sented the study of fashion as a science, where it the author elaborates his former distinction be- 
he was formerly thought to be purely an art. He ‘Ween fashion and style by showing the differ- 
has now prepared a companion book that shows — between style and design. : Style _ 
re specifically how the retailer and manufacturer | Characteristic a distinctive, pty sd angen 
a may utilize this new science in keeping their °° Presentation.” Design is a “particular a 
4 stocks and their production adjusted to customer 2dividual Enterpectation oF vermen of - style. 
a demand. All styles carried in stock should be in fashion 
ws The essentials of fashion merchandising are but these styles should not be limited to a few 
he listed as follows: standardized designs. A great merchandising 
ve 1. Analysis of what prospective customers opportunity lies in the direction of developing a 
will want great variety of new and interesting designs 
2. Planning of buying and selling activities Within a style that is in fashion. 
on a basis of the analysis The chapters of most immediate value to the 
3. Designing or selection of the goods to be __—retail-store buyer are probably those dealing 
sold according to the plan with the technique of measuring fashions and 
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their trends and with the buyer’s sources of in- 
formation in regard to demand. 

In the chapter on “Profit-Making Policies,” 
much attention is given to special sales with the 
conclusion that “special bargains and special 
sales are antagonistic to fashion merchandising.” 
In this connection special sales are defined as the 
“promotion of sales volume by price cutting be- 
low normal costs of goods and expenses of 
operation.” Many will feel that the author 
does not give sufficient weight to the advantages 
of such sales. The expense angle might have 
been further developed, showing that normal 
expense ratios need not apply when turnover is 
abnormally great. Again, most retailing ex- 
penses are joint costs and there is no practical 
justification in the demand that each article 
sold bear a share of this expense in proportion to 
its value. However, there is no doubt that 
special sales have been overdone and the author’s 
able presentation of the case against them is 
timely. 

J. W. W. 


The New Psychology of Selling and Ad- 
vertising, by Henry C. Link. New 
York: The Macmillan Company, 1932, 
xxiii + 293 pages. 


For many years, writers on advertising and 
selling have been primarily concerned with 
developing the technique of breaking down sales 
resistance. Only recently have some become 
concerned with avoiding sales resistance by giv- 
ing the customer what she wants. 

Dr. Henry C. Link, secretary of the Psycho- 
logical Corporation of New York, in his book, 
The New Psychology of Selling and Advertising, 
presents a most interesting discussion of the new 
type of business philosophy which considers the 
consumer first. The theme of the entire book 
is the observation and measurement of people’s 
buying behavior as a clue to their future buying 
behavior. Thisidea grows out of the new empha- 
sis on how to make and present what people will 
want to buy, as contrasted with the former 
emphasis on how to make people buy what has 
already been made. 

Dr. Link discusses some of the important 
consumer surveys which have been made 
recently. He praises the work done by the 
Milwaukee Journal in studying and measuring 
buying habits from 1922 to the present time and 


points out some of the benefits obtained from 
such astudy. The survey now being conducted 
by R. L. Polk and Company is discussed and 
some of its possible beneficial results are pointed 
out. 

Many of the chapters are written definitely 
from the retailers’ point of view. The one on 
“Fashion Behavior and Its Laws” was written 
in collaboration with Miss Dorothy Shaver of 
Lord and Taylor, New York. The chapters on 
“Merchandise Control for the Consumer’ and 
“Electric Sales Records” form an interesting 
discussion of the problems and methods of mer- 
chandise control from the psychologists’ point of 
view. 

Many marketing experts consider this book to 
be one of the best yet written on the modern ap- 
plication of psychology to business. It can be 
unreservedly recommended for study by all 
interested in marketing and especially by those 
concerned with the problems of present-day 
retailing. 

O. P.R. 


The Commercial Problems of the Woolen 
and Worsted Industries, prepared for 
The Textile Foundation, Inc., by 
Paul T. Cherington, Washington, 
D. C., 1932, 242 pages. 


During the past few months many interesting 
developments have pointed to the new and im- 
portant consideration given the final consumer 
as the major problem in both the production and 
distribution of goods. Those industries and 
organizations first to give careful thought to this 
factor are those making most progress during 
these present puzzling times. 

One of the outstanding examples of what can 
be accomplished by operating to consumer 
demand is seen in the cotton-textile field. 
Faced by the problems of a declining demand, 
this industry turned to a fresh consideration of 
customer wants and found a solution which is 
rapidly bringing it back to prosperity. 

Spurred by the success in the cotton trade, 
The Textile Foundation, Inc., recently called 
in the expert marketing services of Mr. Chering- 
ton to make a survey of the commercial prob- 
lems of the woolen and worsted industries. 

His report, in book form, presents an instruc- 
tive survey of the problems in this branch of the 
textile field. While the study was prepared 
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expressly for those connected with woolens and 
worsteds, it becomes a major source of facts to all 
interested in marketing problems of textile 
products. 

By and large, the problems of the woolen and 
worsted industries are similar to those of most 
types of business. The chief question is how to 
get a closer correlation between production and 
consumption. 

O. P. R. 


Tested Advertising Methods, by John 
Caples. New York: Harper and 
Brothers, 1932, 271 pages. 


Perhaps no advertising book in recent years 
has caused as much comment as has Mr. 
Caples’s Tested Advertising Methods. Because 
he attempts to provide measuring sticks by 
which we may judge in advance the effectiveness 


of our headlines and copy, Mr. Caples has made 
a step in the right direction, a step towards 
making advertising more scientific. To support 
his contentions the author presents an impres- 
sive array of facts based on the experiences of 
advertisers who have keyed their advertising 
copy. However, he has allowed opinions to 
creep in, personal judgments which lessen 
somewhat the value of his scientific methods. 
Although advertisers will disagree with Mr. 
Caples on many counts, the book will serve a 
useful purpose, if, as the author intends, adver- 
tisers are lead to test headlines and copy before 
publication. Certainly Tested Advertising Meth- 
ods provokes thought as few advertising books 
of recent years have done. For that reason 
it should be eagerly read by advertisers, both 
national and retail, and by teachers and students. 
C. M. E. 


Editorial—Getting Back to Fundamentals 


Depression is a great teacher. It has 
been reiterating the lesson that excellence 
of retail management is not measured 
by the complexities of control records 
and reports, the intricacies of store 
system, or the elaborate hierarchy of 
officers and functional bureaus. Fun- 
damentals are again being unearthed 
as the debris of overorganization is being 
removed. The goal of retailing is 
more clearly recognized to be the pro- 
vision of goods that customers want at a 
markup commensurate with the service 
rendered. 

In the large store, the inability of a 
merchant to know intimately his cus- 
tomers, his employees, his stocks of 
each item and their sales movements has 
made elaborate organization necessary. 
A mistake made by many smaller stores 
has been to ape the methods of the 
larger ones, even when these were un- 
suited to their situations. Some of the 
most successful smaller stores in the 
country lack most of the complexities 


and frills that have been hailed as the 
earmarks of scientific storekeeping. Per- 
sonal contact maintained by the mer- 
chant-buyer with his customers and 
with his stock assortment has resulted 
in an accuracy of buying and promotion 
that few large organizations can boast. 

The exchange of information about 
methods of organization and operation 
has taught retailers much of value to 
one another. But the interest in this 
source of information has sometimes 
led to forgetting a far more important 
source—the store’s customers. Only 
they can answer the all-important 
questions of what, when, and how much 
to buy and what and when to promote. 
In their zeal to go to school to one an- 
other, retailers have sometimes failed 
to place sufficient emphasis upon con- 
tacts with their own customers and 
upon close analysis of trends in demand. 

We can no longer gauge the effective- 
ness of a store by its far-flung organiza- 
tion, its systematization, its imposing 
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equipment, or even its volume of sales. 
The real criteria of success are, rather, 
confidence and good will of its clientele, 
the degree to which it meets the manifold 
merchandise needs of its community— 
whether large or small—and its ability 
to earn a substantial margin of profit. 
The simplified organization that con- 
centrates its attention on better buying 


will find its markup increased and its 
markdowns decreased. Nor will it be 
burdened by expenses in excess of gross 
margin. Like the ship trimmed for the 
storm, so the store cleared of superflu- 
ous organization and system is best 
fitted to ride safely through the de- 


pression. 
J. W. W. 
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